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E D I T O R I A L  
W H Y  S T A N D A R D ?  
R
e l i a b l e  a n d  p r o f e s s i o n a l l y  d e v e l o p e d  v a l u a t i o n  i s  r e q u i r e d  t o  s u p p o r t  a  
v a r i e t y  o f  f i n a n c i n g  a n d  i n v e s t m e n t  d e c i s i o n s  s u c h  a s  s a l e s  a n d  
a c q u i s i t i o n s ,  a n a l y s i s  o f  c r e d i t  a n d  c o l l a t e r a l ,  c u r r e n t  c o s t  a c c o u n t i n g ,  
i n s u r a n c e  p o l i c i e s ,  s e c u r i t i z a t i o n ,  a n d  t h e  m e a s u r e m e n t  o f  h i s t o r i c  i n v e s t m e n t  
p e r f o r m a n c e .  U n l i k e  t h e  m a r k e t  f o r  e q u i t i e s  w h e r e  i n v e s t m e n t  a s s e t s  p r i c e s  
c a n  b e  q u i c k l y  a n d  e a s i l y  i m p u t e d  f r o m  p r i c e s  o f  i d e n t i c a l  a s s e t s  t h a t  a r e  
p u b l i c l y  a n d  f r e q u e n t l y  t r a d e d  i n  a c t i v e  s e c o n d a r y  m a r k e t s ,  m a r k e t  v a l u e s  o f  
r e a l  p r o p e r t y  a r e  m u c h  m o r e  d i f f i c u l t  t o  a s c e r t a i n .  I t  i s  h e r e  t h a t  v a l u a t i o n  
c o m e s  i n  a s  p r o x y  f o r  o b t a i n a b l e  t r a n s a c t i o n  p r i c e s  o r  a s  s u r r o g a t e  f o r  h a v i n g  
s o l d  t h e  p r o p e r t y .  T h i s  r o l e  u n d e _ r s c o r e s  t h e  c e n t r a l  p l a c e  o f  v a l u a t i o n  i n  t h e  
o v e r a l l  w o r k i n g s  o f  t h e  p r o p e r t y  m a r k e t .  T o  p l a y  t h i s  r o l e  r e l i a b l y ,  c o n s i s t e n t l y  
a n d  t r a n s p a r e n t l y ,  v a l u a t i o n  m u s t  p r o v i d e  v a l i d  p r o x y  f o r  t r a n s a c t i o n  p r i c e s .  
O t h e r w i s e ,  i n v e s t m e n t  d e c i s i o n s  w o u l d  b e  b a s e d  o n  m i s l e a d i n g  i n f o r m a t i o n .  
T h e  w h o l e  basi~ o f  p r o f e s s i o n a l  p r o p e r t y  a d v i c e  t h e r e f o r e  r e s t s  o n  t h e  
a s s u m p t i o n  t h a t  v a l u a t i o n s  a r e  g o o d  p r o x y  f o r  p r i c e s .  I f  v a l u a t i o n s  h a v e  a  
l i m i t e d  l i k e l i h o o d  o f  a c c u r a c y ,  t h e  h e a l t h  a n d  d e v e l o p m e n t  o f  t h e  p r o p e r t y  
m a r k e t  i s  j e o p a r d i s e d  a n d  t h e  c r e d i b i l i t y  o f  t h e  p r o f e s s i o n  i s  c a l l e d  t o  q u e s t i o n .  
V a l u a t i o n s  a r e  i n a c c u r a t e  c h i e f l y  b e c a u s e  v a l u a t i o n  i s  a n  i n e x a c t  s c i e n c e .  I t  i s  
f o r  t h i s  r e a s o n ,  a m o n g  o t h e r s ,  t h a t  v a l u e r s  m u s t  b e  a s s i s t e d  t h r o u g h  t h e  
v a l u a t i o n  p r o c e s s  t o  r e a c h  t h e i r  v a l u a t i o n  o p i n i o n s  i n  a s  i m p a r t i a l  a n d  o b j e c t i v e  
a  m a n n e r  a s  p o s s i b l e .  T h i s  i s  t h e  p r i m a r y  n e e d  f o r  t h e  d e v e l o p m e n t  a n d  
a d a p t a t i o n  o f  s t a n d a r d s .  
G e n e r a l l y ,  a  s t a n d a r d  i s  a  p u b l i s h e d  d o c u m e n t  t h a t  c o n t a i n s  a  t e c h n i c a l  o r  
p r o f e s s i o n a l  s p e c i f i c a t i o n  o r  o t h e r  p r e c i s e  c r i t e r i a  d e s i g n e d  t o  b e  u s e d  
c o n s i s t e n t l y  a s  a  r u l e ,  g u i d e l i n e  o r  d e f i n i t i o n .  T h e y  a r e  a  s u m m a r y  o f  b e s t  
p r a c t i c e  a n d  a r e  c r e a t e d  t o  p r o m o t e  c o n s i s t e n c y ,  t r a n s p a r e n c y ,  a c c o u n t a b i l i t y ,  
c r e d i b i l i t y ,  r e l i a b i l i t y ,  a n d  c o m p a r a b i l i t y .  S t a n d a r d s  a r e  a l s o  u s e d  a s  f l e x i b l e  
a l t e r n a t i v e s  t o  r e g u l a t i o n .  
S p e c i f i c a l l y ,  t h e  o b j e c t i v e s  o f  V a l u a t i o n  s t a n d a r d s  i n c l u d e ,  a m o n g  o t h e r s ,  t h e  
p r o m o t i o n  o f  c o n s i s t e n t  u s e  o f  b a s e s  a n d  a s s u m p t i o n s  o n  w h i c h  v a l u a t i o n s  a r e  
p r o v i d e d .  T h e y  a r e  t o  h e l p  m i n i m i s e  a r e a s  a n d  e x t e n t  o f  d i f f e r e n c e s  a n d  
t h e r e b y  a s s i s t  h e l p  v a l u e r s  t o  a c h i e v e  h i g h  s t a n d a r d s  o f  p r o f e s s i o n a l  
c o m p e t e n c e  w h i l e  m i n i m i s i n g  i n a c c u r a c y .  M e m b e r s  a r e  e x p e c t e d  t o  c o m p l y  b y  
c h o i c e  o r  b y  r e q u i r e m e n t  p l a c e d  u p o n  t h e m  b y  l a w  o r  r e g u l a t i o n ,  o r  a t  t h e  
i n s t a n c e  o f  c l i e n t s  o r  i n t e n d i n g  u s e r s .  T h e  I n t e r n a t i o n a l  V a l u a t i o n  S t a n d a r d  
C o m m i t t e e  ( I V S C )  n o t e d  t h a t  t h e  i n t r o d u c t i o n  a n d  i m p l e m e n t a t i o n  o f  v a l u a t i o n  
s t a n d a r d s  a r e  e s s e n t i a l  t o  t h e  c o n s o l i d a t i o n  o f  t h e  p r o p e r t y  a n d  c a p i t a l  m a r k e t  
p a r t i c u l a r l y  i n  d e v e l o p i n g  e c o n o m i e s .  T h e  q u i c k e n i n g  p a c e  i n  t h e  g l o b a l i z a t i o n  
o f  t h e  i n v e s t m e n t  m a r k e t  w i t h  a t t e n d a n c e  e x p a n s i o n  o f  b u s i n e s s  a c t i v i t y  
=-----------------------~4 j  
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across national borders further underscore the need for internationally 
accepted standards for reporting the value of property for accounting, stock 
exchange listing and secured lending purposes (IVSC, 2007: 311 ). Valuations 
that would be trusted internationally can be produced only by a valuation 
profession that conforms to international standards of professional education, 
competence and integrity. 
The Nigerian Institution of Estate Surveyors and Valuers has taken a bold step 
in the right direction by replacing her highly deficient 1985 Valuation Standards 
manual with a more IVSC-compliant version in 2006. However, the question 
remains whether this document sufficiently and accurately integrated 
international standards and best practice with the particular needs of the local 
market place. How far does this set of standards represent the position or 
perception of all economic stakeholders and related professions in Nigeria? 
What is the use of standards that are little known among members talking less 
of being understood and applied? What is the worth of standards that are 
neither enforced nor enforceable? 
In economics, the production process is not completed until the product gets to 
the final consumer. The Institution must therefore not rest on its oars till 
members as well as the ultimate consumers of valuations are adequately 
informed and well educated on the contents of the document. Must the 
ultimate consumer of valuation be informed? Certainly! Until valuation users 
know that it is mandatory for Valuers to substantiate and accompany their 
value opinions with rigorous statistical analyses based on tangible market data 
and general economic indices; justify the basis and method of valuation 
adopted; the present mediocrity and lackadaisical approach to valuation will 
not abate. If valuation consumers are educated on the minimum requirements 
of valuation reports, and are encouraged to enforce them, practitioners would 
be forced to achieve at least the minimum to stay in business. 
Finally, it has been observed that some countries where the profession has 
tried to enforce more rigorous mandatory standards backed by detailed 
guidance notes, Valuers still fall below the required standards (Wyatt, 2003). It 
goes without saying therefore that the disposition of individual Valuers and 
Valuation firms would ultimately determine the full impact of the prescribed 
standards. Unless the individuals and firms are willing to drop old practices 
and adopt necessary changes, parochial, archaic, and questionable practices 
will not cease. This will be detrimental to the future of this great profession! 
F R O M  T H E  P R E S I D E N T S  D E S K  
T
h e  E s t a t e  S u r v e y o r  a n d  V a l u e r  h a s  c o m e  a  l o n g  w a y  w i t h  
t h e  o v e r a l l  o b j e c t i v e  o f  k e e p i n g  m e m b e r s  a b r e a s t  o f  b e s t  
p r a c t i c e ,  p r o v i d i n g  d e c i s i o n  a n d  p o l i c y  m a k e r s  w i t h  t h e  b e s t  
s c i e n t i f i c a l l y - g r o u n d e d  r e s e a r c h  c u r r e n t l y  a v a i l a b l e ,  a n d  
s t i m u l a t i n g  t h i n k i n g  w i t h i n  t h e  a c a d e m i c  a n d  p r o f e s s i o n a l  
c o m m u n i t i e s .  
T h e  c u r r e n t  e d i t i o n  t o u c h e s  o n  a  b r o a d  s p e c t r u m  o f  c o g e n t  
p r o f e s s i o n a l  i s s u e s  i n c l u d i n g  p r a c t i c e  s t a n d a r d s  a n d  t h e  v e x e d  
i s s u e  o f  f i n a n c e  f o r  p r o p e r t y  d e v e l o p m e n t .  T h e  i m p o r t a n c e  o f  
a p p r o p r i a t e  f i n a n c e  t o  t h e  o v e r a l l  s u c c e s s  o f  p r o p e r t y  
i n v e s t m e n t  i s  w e l l  d o c u m e n t e d  i n  a l m o s t  a~l n a t i o n s  o f  t h e  w o r l d .  
T h e  c o l l a p s e  o f  t h e  p r o p e r t y  m a r k e t  i n  U K  i n  1 9 7 4 ,  w h i c h  f o r c e d  m a n y  p r o p e r t y  c o m p a n i e s  
i n t o  l i q u i d a t i o n ,  a n d  w h i c h  w a s " a t t r i b u t e d  i n  p a r t  t o  i n a p p r o p r i a t e  f i n a n c i n g ,  i s  a  t y p i c a l  
e x a m p l e .  A s  f i n a n c e  p l a y s  g r e a t e r  r o l e  a m o n g  t h e  f a c t o r s  c o n t r i b u t i n g  t o  t h e  v i a b i l i t y  o f  
p r o p e r t y  i n v e s t m e n t  o f  a n y  s o r t ,  t h e  s o u r c e s  a n d  m e t h o d s  o f  f i n a n c e  r e m a i n  i s s u e s  o f  
c a r e f u l  c o n s i d e r a t i o n  f o r  i n v e s t o r s  a n d  t h e i r  a d v i s e r s .  T w o  o f  t h e  p a p e r s  e x a m i n e  t h e  
a p p l i c a b i l i t y  o f  a l t e r n a t i v e  h o u s i n g  f i n a n c e  m o d e l s  t h a t  h a v e  b e e n  u s e d  i n  o t h e r  j u r i s d i c t i o n  
w i t h  r e a s o n a b l e  m e a s u r e  o f  s u c c e s s .  
T h e  e d i t o r i a l  c o m m e n t  a n d  t w o  o t h e r  a r t i c l e s  a l s o  a d d r e s s  t h e  i s s u e s  o f  s t a n d a r d s  i n  
v a l u a t i o n .  T h e  p l a c e  o f  s t a n d a r d s  a n d  e t h i c s  i n  a  c u s t o m e r - o r i e n t e d  p r o f e s s i o n  l i k e  o u r s  
c a n n o t  b e  o v e r  e m p h a s i z e d .  F o r  t h i s  r e a s o n ,  t h e  s u b j e c t  o f  s t a n d a r d s  h a s  c o n t i n u e d  t o  
p r o v o k e  u n e n d i n g  d e b a t e  w i t h i n  t h e  p r o f e s s i o n a l  a n d  a c a d e m i c  c o m m u n i t i e s .  T h u s ,  
s t a n d a r d  s e t t i n g  i s  a  d y n a m i c  p r o c e s s  r e s p o n d i n g  t o  c h a n g e s  w i t h i n  t h e  p r a c t i c e  
e n v i r o n m e n t ,  l o c a l l y  a n d  i n t e r n a t i o n a l l y .  
'  ~ '  '  
R a t i o n a l i t y ,  t r a n s p a r e n c y ,  c o n s i s t e n c y ,  a n d  c o m p a r a b i l i t y  h a v e  b e e n  t h e  w a t c h w o r d  i n  t h e  
g l o b a l  d r i v e  f o r  s t a n d a r d s  a n d  i t s  h a r m o n i z a t i o n .  T h e  u n d e r l y i n g  i m p e t u s  i s  t h e  n e e d  f o r  
u n i f o r m  p e r f o r m a n c e  m e a s u r e s  b a s e d  o n  c o m m o n  s t a n d a r d s  w h i l e  t h e  p r i m a r y  p u r p o s e  i s  
t o  p r o v i d e  c l i e n t s  w i t h  c o n s i s t e n t  a n d  r e l i a b l e  v a l u e s  f o r  d e c i s i o n  m a k i n g .  
- - -
T h e  d e v e l o p m e n t  o r  g r o w t h  o f  r e g i o n a l  a n d  i n t e r n a t i o n a l  b o d i e s  l i k e  T E G O V A  a n d  I V S C  
a n d  p a r t i c u l a r l y  t h e  i n t e r n a t i o n a l i z a t i o n  o f  b u s i n e s s  a n d  c r o s s  b o r d e r  i n v e s t m e n t  f u r t h e r  
u n d e r s c o r e s  t h e  n e e d  f o r  h a r m o n i z a t i o n  o f  s t a n d a r d s  i n  v a l u a t i o n  p r a c t i c e .  I n  p a r t i c u l a r ,  
t h e  i n t e r n a t i o n a l  b a n k i n g  c o m m u n i t y  t h r o u g h  t h e  m e d i u m  o f  B a s e l  C o m m i t t e e ' i s  c a l l i n g  f o r  
t h e  h a r m o n i z a t i o n  o f  v a l u a t i o n  s t a n d a r d s ,  d u e  t o  t h e  l a r g e  n u m b e r  o f  l o a n s  t h a t  a r e  
s e c u r e d  o n  r e a l  e s t a t e .  T h i s  i s  e x p e c t e d  t o  i m p r o v e  t h e  s t a b i l i t y  o f t h e  i n t e r n a t i o n a l  b a n k i n g  
s y s t e m .  C o n s e q u e n t l y ,  h a r m o n i z a t i o n  o f  s t a n d a r d s  i s  e x p e c t e d  t o  r a i s e  t h e  p r o f i l e  a n d  
i m p o r t a n c e  o f  N i g e r i a n  v a l u a t i o n  p r o f e s s i o n  a n d  i n c r e a s e  t h e  v o l u m e  o f  v a l u a t i o n  w o r k ,  
d u e  t o  t h e  r i s e  o f  c r o s s - b o r d e r  p r o p e r t y  i n v e s t m e n t / t r a n s a c t i o n s .  
I  w o u l d  l i k e  t o  a p p r e c i a t e  t h e  m e m b e r s  o f  t h e  e d i t o r i a l  b o a r d  o f  o u r  J o u r n a l  f o r  t h e  r e c e n t  
i n n o v a t i o n s  .a n d  i m p r o v e m e n t s  i n  t h e  c o n t e n t s  a n d  r e v i e w  p r o c e s s  t h a t  h a s  b r o u g h t  u p  t o  
t h i s  e d i t i o n  t o  i n t e r n a t i o n a l  s t a n d a r d .  I  h o p e  o u r  m e m b e r s  a n d  o t h e r  a l l i e d  p r o f e s s i o n a l s ,  
g o v e r n m e n t  a g e n c i e s ,  t h e  b u s i n e s s  c o m m u n i t y ,  r e l a t e d  r e s e a r c h  i n s t i t u t i o n s  a n d  s t u d e n t s  
o f  E s t a t e  M a n a g e m e n t  a t  a l l  l e v e l s  o f  t e r t i a r y  i n s t i t u t i o n s  b o t h  l o c a l l y  a n d  i n t e r n a t i o n a l l y  w i l l  
t a p  i n t o  i t s  r i c h n e s s .  T h a n k  y o u  a l l .  
C h i e f  ( H o n . )  E m e k a  B .  O n u o r a h ,  F N I V S  
-----------------------------<6~----------------------------~ 
· '  
•  
L .  
R E A L  E S T A T E  I N V E S T M E N T  T R U S T :  
A N  A T T R A C T I V E  I N V E S T M E N T  V E H I C L E  
F O R  R E A L  E S T A T E  D E V E L O P M E N T  I N  N I G E R I A  
B Y  
M .  0 .  A J I B O L A  
s o l a a j i b o l a 2 0 0 0 @ y a h o o . c o m ;  + 2 3 4  ( 0 )  8 0 2  3 0 2  9 2 2 0 ;  
D r .  S .  A  O L O Y E D E  
s a m o l o y e 4 9 @ y a h o o . c o m ;  + 2 3 4  ( 0 )  8 0 3  4 7 2  2 4 6 9  
a n d  
D r .  A .  0 .  E .  O N I  
w a n d e o n i @ y a h o o . c o m ;  + 2 3 4  ( 0 )  8 0 2  3 1 2  2 0 1 4  
D e p a r t m e n t  o f  E s t a t e  M a n a g e m e n t ,  C o l l e g e  S c i e n c e  a n d  T e c h n o l o g y ,  
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A B S T R A C T  
R e a l  e s t a t e  d e v e l o p m e n t  r e q u i r e s  h u g e  c a p i t a l  o u t l a y ,  w h i c h  i n  m a n y  i n s t a n c e s  c a n n o t  b e  p r o v i d e d  b y  o n e  
p e r s o n  o r  b e  o b t a i n e d  f r o m  o n l y  o n e  s o u r c e .  S o u r c i n g  f u n d  t r a d i t i o n a l l y ,  ( e q u i t y  a n d  l o a n s ) ,  h a d  p r o v e d  
i n a d e q u a t e  o v e r  t i m e .  F o r  t h i s  r e a s o n ,  t h e r e  i s  n e e d  f o r  b e t t e r  s o u r c e s  o f  f i n a n c i n g  r e a l  e s t a t e  d e v e l o p m e n t  
i n  N i g e r i a .  T h i s  s t u d y  e x a m i n e s  t h e  s u i t a b i l i t y  o f  r e a l  e s t a t e  i n v e s t m e n t  t r u s t s  [ R E I T s ]  i n  f i n a n c i n g  r e a l  e s t a t e  
d e v e l o p m e n t  i n  N i g e r i a .  F i v e  h u n d r e d  c o p i e s  o f  q u e s t i o n n a i r e  w e r e  a d m i n i s t e r e d  o n  E s t a t e  S u r v e y o r s  a n d  
V a l u e r s ,  R e a l  E s t a t e  D e v e l o p e r s ,  P r i m a r y  M o r t g a g e  I n s t i t u t i o n s  [ P M i s ] ,  N i g e r i a n  S t o c k  E x c h a n g e  ( N S E ) ;  
a n d  S e c u r i t y  a n d  E x c h a n g e  C o m m i s s i o n  ( S E C ) .  F r e q u e n c y  t a b l e s  a n d  p e r c e n t a g e s  w e r e  u s e d  i n  
a n a l y z i n g  d a t a  c o l l e c t e d .  T h e  s t u d y  r e v e a l s  t h a t  i n a d e q u a t e  r e a l  e s t a t e  f i n a n c e  c o n s t i t u t e d  m o s t  c r i t i c a l  
p r o b l e m  t o  r e a l  e s t a t e  d e v e l o p m e n t  i n  N i g e r i a .  I t  f u r t h e r  s h o w s  t h a t  t h e r e  i s  a  l a r g e  r e a l  e s t a t e  m a r k e t  i n  
N i g e r i a  t o  s u p p o r t  t h e  a p p l i c a t i o n  o f  R E I T s .  H o w e v e r  R E I T s ,  w h i c h  h a s  b e e n  f o u n d  t o  a d e q u a t e l y  m e e t  s u c h  
c a p i t a l  r e q u i r e m e n t s  i n  d e v e l o p e d  c o u n t r i e s ,  i s  s t i l l  u n p o p u l a r  i n  N i g e r i a .  T h e  s t u d y  a l s o  r e v e a l s  t h a t  f o r  
R E I T s  t o  f l o u r i s h  i n  t h e  N i g e r i a n  r e a l  e s t a t e  d e v e l o p m e n t  a n d  c a p i t a l  m a r k e t s ,  g o v e r n m e n t  w o u l d  h a v e  t o  
i m p r o v e  o n  l e g a l  a n d  i n s t i t u t i o n a l  f r a m e  w o r k s ,  e s t a b l i s h  a n d  s u p p o r t  t h e  s e c o n d a r y  m o r t g a g e  m a r k e t ,  
e n s u r e  a  s t a b l e  e c o n o m i c  e n v i r o n m e n t  a n d  h a s t e n  t h e  p r o c e s s  o f  g r a n t i n g  r e a l  e s t a t e  t i t l e  d o c u m e n t s .  
K e y w o r d s :  E s t a t e  D e v e l o p m e n t ,  L a n d  A c q u i s i t i o n ,  I n t e r e s t  R a t e ,  M o r t g a g e  F i n a n c e ,  T i t l e  D o c u m e n t .  
I N T R O D U C T I O N  
R e a l  e s t a t e  d e v e l o p m e n t  e v e r y w h e r e  i n  t h e  w o r l d  i s  
a  c a p i t a l - i n t e n s i v e  v e n t u r e .  I n  t h e  p a s t ,  O n i b o k u n  
( 1 9 8 5 )  r a n k e d  l a n d  a c q u i s i t i o n  a n d  i t s  
d o c u m e n t a t i o n  i n  a d d i t i o n  t o  t h e  e v e r - r i s i n g  c o s t s  o f  
b u i l d i n g  m a t e r i a l s  a s  m a j o r  p r o b l e m s  f a c i n g  r e a l  
e s t a t e  d e v e l o p m e n t  i n  N i g e r i a .  H e  a s s e r t e d  t h a t  t h i s  
h a d  i n f l u e n c e d  t h e  v a r i o u s  h o u s i n g  p o l i c i e s  a n d  t h e  
s u b s e q u e n t  e s t a b l i s h m e n t  o f  m a n y  r e l e v a n t  
p r o g r a m m e s  s u c h  a s  t h e  S i t e  a n d  S e r v i c e s  S c h e m e  
a n d  i n s t i t u t i o n s  l i k e  t h e  N a t i o n a l  I n s t i t u t e  f o r  R o a d  
a n d  B u i l d i n g  R e s e a r c h .  H o w e v e r ,  g o n e  a r e  t h e  
d a y s  w h e n  l a n d  u s e d  t o  b e  a  m a j o r  f a c t o r  
i n f l u e n c i n g  t h e  o u t c o m e  o f  a n y  r e a l  e s t a t e  
d e v e l o p m e n t .  U m e h  ( 1 9 7 7 )  n o t e d  t h a t  f i n a n c e  
i n f l u e n c e s  t h e  p h a s i n g ,  t i m i n g ,  s c a l e  o f  o p e r a t i o n  
a n d  m a r k e t i n g  s t r a t e g y  f o r  t h e  f i n i s h e d  p r o d u c t s .  I n  
t h e  s a m e  v e i n ,  A f o l a y a n  ( 1 9 9 1 )  m e n t i o n e d  f i n a n c e  
a s  p l a y i n g  a  l e a d i n g  r o l e  i n  r e a l  e s t a t e  d e v e l o p m e n t  
b e c a u s e  i t  d e t e r m i n e s  w h e t h e r  o r  n o t  a  p r o j e c t  
w o u l d  b e  s u c c e s s f u l l y  c o m p l e t e d  o r  a b a n d o n e d .  
O m i r i n  ( 2 0 0 4 )  o b s e r v e d  t h a t  f i n a n c i n g  r e a l  e s t a t e  
d e v e l o p m e n t  h a s  i n  r e c e n t  t i m e s  b e c o m e  m o r e  
p r o b l e m a t i c  d u e  t o  c o m p l e x  i n t e r a c t i o n  o f  s e v e r a l  
f a c t o r s  s u c h  a s  h i g h  i n t e r e s t  r a t e s  b e i n g  c h a r g e d  o n  
l o a n s ,  s t r i n g e n t  r e p a y m e n t  r e q u i r e m e n t s ,  
c u m b e r s o m e  l o a n  r e q u i r e m e n t s  i m p o s e d  b y  
l e n d e r s  a n d  i n f l a t i o n .  A s  n o t e d  b y  O n y i u k e  ( 2 0 0 2 ) ,  
t h e  e c o n o m i c  s i t u a t i o n  i n  t h e  c o u n t r y  o v e r  t h e  y e a r s  
h a d  i n f l u e n c e d  t h e  a v a i l a b i l i t y  o r  o t h e r w i s e  o f  f u n d  
f o r  r e a l  e s t a t e  d e v e l o p m e n t .  T h e  a u t h o r  m a d e  
r e f e r e n c e s  t o  t h e  ' s o c i a l '  n a t u r e  o f  h o u s i n g  i n  a n  
a t t e m p t  t o  d i s t i n g u i s h  h o u s i n g  s e c t o r  f r o m  o t h e r  
c a p i t a l  i n t e n s i v e  s e c t o r s  o f  t h e  e c o n o m y .  
G o v e r n m e n t s ,  a t  a l l  l e v e l s  i n  N i g e r i a  h a v e  c o m e  t o  
r e a l i z e  t h a t  i n a d e q u a t e  f i n a n c e  h a d  b e e n  t h e  m a i n  
t  
a : : : : : : : c l - - - - - - - - - - - - - - - - - - < 6 0 > - - - - - - - - - - - - - - - -
hindrance in the implementation of various 
development programmes. 
Also real estate is unable to effectively compete with 
other investment opportunities such as shares, due 
to its capital intensive nature, illiquidity, low yield, 
and long pay-back period. The various conventional 
methods of real estate financing are grossly 
inadequate while non-banking institutions such as 
insurance, pension funds are strictly limited by 
government regulations to provide the required 
capital. The failure of conventional sources to 
provide the required finance for real estate 
developments created the need for alternative 
sources such as securitization, unitization and real 
estate investment trusts. 
Sources of Real Estate Finance 
There are two (conventional and contemporary) 
major sources of finance for real estate 
development. · 
Traditional/Conventional Sources 
Conventional sources of real estate finance are 
usually grouped into formal and informal. 
Formal sources are usually debt financing through 
loanable funds sourced from banks, pension funds, 
insurance companies and primary mortgage 
institutions. According to Bruegeman and Fisher 
(2002), debt financing is very common but 
constrained by the long-term nature of the real 
estate developments as against the short-term 
nature of the lenders' sources of funds. Debt 
financing is available through non-bank institutions 
such as pension funds, finance houses and 
insurance companies, but these are limited by 
regulations that dictate the proportion of total funds 
that can be invested in real estate development. 
With short-term nature of lending by financial 
institutions coupled with regulatory limitation on 
loan ceiling, it is certain that a sustainable source of 
funding, such as REITs will be required for real 
estate development in Nigeria 
Informal sources include equity contribution from 
personal savings, which is usually less than 10% of 
the project cost and are mostly used for preliminary 
works like site acquisition, clearing and processing 
of necessary planning approvals. Other informal 
sources include esusu/ajo, age grade association, 
village development scheme and town's union 
(especially those living outside their place of births), 
loans from traditional money lenders, social club 
contributions, aaro/owe (where members 
contribute in kind by providing labour on members' 
site until all members have been so helped in 
building their houses by rotation). Good as these 
M. 0. AJIBOLA, S. A. OLOYEDE, 
and A. 0. E. ON/ 
sources may be in the traditional settings, the 
complex economic situation and the need for huge 
capital had made finance from informal sources 
grossly inadequate for any meaningful real estate 
development. 
Five distinct challenges have been identified with 
the use of conventional sources of funding rea! 
estate developments. First, funds from private 
equity, retained earnings or profits, accumulated 
savings or revenue reserves are small in nature and 
granted on short term thereby making it grossly 
inadequate. Second, debt financing is constrained 
by the long-term nature of real estate investments 
as against the short-term nature of the lender's own 
sources of fund. These resources are limited by 
regulations that dictate the proportion of total funds 
that can be lent for real estate development 
purposes. Third, there are uncertainties concerning 
real estate property titles as evidenced by 
revocation of rights of occupancy within the Federal 
Capital Territory, Abuja in the immediate past 
democratic setting in Nigeria. Such experiences 
make certificates of occupancy (C of Os) vulnerable 
to litigations. Fourth, the time consuming, 
cumbersome . and high cost of title registration 
processes coupled with high interest rate and high 
equity/debt ratio conditions demanded from the 
borrowers do not encourage the use of conventional 
sources of funds for any appreciable real estate 
development. Fifth, there are investments with 
lower risks and higher earnings within shorter 
periods (shares and stocks, LPO financing etc) than 
investments in real estate development competing 
for investor's funds. For this reason, these other 
investment vehicles often attract available loanable 
funds away from real estate investment 
opportunities. 
Contemporary Sources 
The contemporary sources of real ~state finance 
include securitization, unitization and REITs. 
Adebiyi (2005), defined securitization as the 
process of converting an asset e.g. real property, 
debt, credit card, goodwill into notes and turning 
same into tradable instrument with the underlying 
asset as a security. In order words, it is the creation 
of tradable paper interests in underlying assets like 
a piece of real estate as an alternative to direct 
ownership of the assets. It involves collecting large 
numbers of illiquid loans or receivables into pools 
that are used to collateralize securities for eventual 
sales to investors. 
Securitization began in the USA in the 1910s as a 
financing method developed in connection with 
single family residential mortgage loans by the 
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2 0 0 4  ) .  I t  h a s  s i n c e  g a i n e d  p o p u l a r i t y  i n  o t h e r  
c o u n t r i e s  w h e r e  i t  h a s  a l t e r e d  c o n v e n t i o n a l  
f i n a n c i n g  o f  r e a l  e s t a t e  d e v e l o p m e n t s  a n d  h a s  b e e n  
f o u n d  t o  b e  e x t r e m e l y  e f f e c t i v e  i n  o v e r c o m i n g  t h e  
l i q u i d i t y  p r o b l e m s  o f  t y p i c a l  r e a l  e s t a t e  i n v e s t m e n t s  
e s p e c i a l l y  ~n t h e  U S A ,  U K  a n d  A u s t r a l i a .  
T y p i c a l  v a r i a n t s  o f  s e c u r i t i z a t i o n  a r e  p r o p e r t y  e q u i t y  
s e c u r i t i z a t i o n  a n d  p r o p e r t y  d e b t  s e c u r i t i z a t i o n .  
P r o p e r t y  e q u i t y  s e c u r i t i z a t i o n  e v o l v e s  w h e r e  a  
s i n g l e  o r  m u l t i p l e  p r o p e r t i e s  i s / a r e  t u r n e d  i n t o  n o t e s  
o r  s e c u r i t y  a n d  t r a d e d  b a s e d  o n  t h e  v a l u e  o f  t h e  
p r o p e r t y  o r  s e t  o f  p r o p e r t i e s ,  f o r  t h e  h o l d e r s  o f  t h e  
n o t e s  t o  b e  e n t i t l e d  t o  a  p r o  d a t a  o f  t h e  i n c o m e  o r  
p r o f i t  g e n e r a t e d  b y  t h e  p r o p e r t y .  P r o p e r t y  d e b t  
s e c u r i t i z a t i o n  a r i s e s  w h e r e  m o r t g a g e s ,  w h i c h  a r e  a  
f o r m  o f  d e b t ,  a r e  t r a d e d  f o r  t h e  p u r p o s e  o f  
d i s c h a r g i n g  d e b t s  w h i l e  t h e  o t h e r  p e o p l e  a r e  
h o l d i n g  o n  t o  t h e  n o t e s .  T h o u g h  s e c u r i t i z a t i o n  i s  a n  
i n d i s p e n s a b l e  t o o l  f o r  f i n a n c i n g  a n d  i m p r o v i n g  
c a p i t a l  s t r u c t u r e ,  i t  i s  y e t  t o  g a i n  a n y  f o o t i n g  i n  t h e  
N i g e r i a  e c o n o m y .  
U n i t i z a t i o n  i s  a  v a r i a n t  o f  s e c u r i t i z a t i o n .  I t  i n v o l v e s  
t h e  c r e a t i o n  o f  m u l t i p l e  s h a r e s  i n  t h e  o w n e r s h i p  o f  a  
s i n g l e  p r o p e r t y .  T h e  s h a r e s  f l o a t e d  p r o v i d e  a m p l e  
o p p o r t u n i t y  f o r  l o w - i n c o m e  e a r n e r s  t o  b e c o m e  c o -
o w n e r s  o f  p r i m e  p r o p e r t i e s  t h r o u g h  t h e  p u r c h a s e  o f  
t h e  s h a r e s .  I t  a l s o  t r i e s  t o  a c h i e v e  r e t u r n s  
c o m p a r a b l e  t o  d i r e c t  o w n e r s h i p  o f  p r o p e r t y .  
U n i t i z a t i o n  o f  p r o p e r t y  i n v e s t m e n t  i s  a  g o o d  s o u r c e  
o f  r a i s i n g  e n o r m o u s  f i n a n c e  f o r  r e a l  e s t a t e  
d e v e l o p m e n t .  W h i l e  u n i t i z a t i o n  h a s  b e c o m e  w e l l -
d e v e l o p e d  v e h i c l e ,  f o r  r e a l  e s t a t e ,  i n  t h e  U S A  a n d  
U K ,  i t  i s  s t i l l  a  r e l a t i v e l y  n e w  c o n c e p t  i n  N i g e r i a .  
O n  t h e  o t h e r  h a n d ,  R E I T  i s  a  c o r p o r a t i o n  o r  t r u s t  t h a t  
c o m b i n e s  t h e  c a p i t a l  o f  m a n y  i n v e s t o r s  t o  a c q u i r e  o r  
p r o v i d e  f i n a n c i n g  f o r  a l l  f o r m s  o f  r e a l  e s t a t e .  T h e  
p r i n c i p a l  o b j e c t i v e  o f  R E I T  i s  t h e  c r e a t i o n  o f  l a r g e  
· p o o l  o f  f u n d s  i n  a n t i c i p a t i o n  o f  i n v e s t m e n t  
o p p o r t u n i t i e s  i n  r e a l  e s t a t e .  S i r o t a  ( 2 0 0 4 )  
m e n t i o n e d  t h a t  R E I T  i s  p r i m a r i l y  a n  i n c o m e  
g e n e r a t o r  f o r  a  g r o u p  o f  s m a l l  i n v e s t o r s  a n d  i s  
s i m i l a r  t o  t h e  s t o c k  m a r k e t ' s  m u t u a l  f u n d s  t h e r e b y  
g i v i n g  t h e  s m a l l  i n v e s t o r  t h e  o p p o r t u n i t y  f o r  b r o a d -
b a s e d  p a r t i c i p a t i o n  i n  r e a l  e s t a t e  e q u i t y  
i n v e s t m e n t s .  R E I T  o f f e r s  b o t h  r e g u l a r  i n c o m e s  f r o m  
r e n t a l s  a n d  l o n g - t e r m  g a i n s  i n  p r o p e r t y  v a l u e  a s  
i n c e n t i v e s .  
T h e  c o n c e p t  o f  t h e  r e a l  e s t a t e  i n v e s t m e n t  t r u s t  
d a t e s  b a c k  t o  t h e  1 8 8 0 s .  I n  t h e  e a r l y  y e a r s ,  t r u s t s  
w e r e  n o t  t a x e d  i f  t r u s t  i n c o m e  w a s  d i s t r i b u t e d  t o  
b e n e f i c i a r i e s .  H o w e v e r ,  i n  t h e  1 9 3 0 s ,  a  S u p r e m e  
C o u r t  d e c i s i o n  r e q u i r e d  a l l  p a s s i v e  i n v e s t m e n t  
v e h i c l e s  t h a t  w e r e  c e n t r a l l y  o r g a n i z e d  a n d  
m a n a g e d  l i k e  c o r p o r a t i o n s  a n d  t a x e d  a s  
c o r p o r a t i o n s .  T h i s  i n c l u d e d  r e a l  e s t a t e  i n v e s t m e n t  
t r u s t ,  o p e r a t i n g  i n  U S A ,  a s  b u s i n e s s  t r u s t  c o n c e r n e d  
w i t h  r e a l  e s t a t e  i n v e s t m e n t s .  T h i s  d e c i s i o n  h o w e v e r  
h a m p e r e d  t h e i r  d e v e l o p m e n t  i n  1 9 3 5  ( N e w  Y o r k  
I n s t i t u t e  o f  F i n a n c e  N Y I F  1 9 8 8 ) .  B r u e g e m a n  a n d  
F i s h e r  ( 2 0 0 2 )  o b s e r v e d  t h a t  u n l i k e  s t o c k  a n d  b o n d ,  
i n v e s t m e n t  c o m p a n i e s  p r o m p t l y  s e c u r e d  l e g i s l a t i o n  
i n  1 9 3 6 ,  e x e m p t i n g  r e g u l a t e d  i n v e s t m e n r  
c o m p a n i e s  a n d  m u t u a l  f u n d s  f r o m  t a x a t i o n ,  R E I T s  
c o u l d  n o t  b e c a u s e  t h e y  w e r e  n o t  o r g a n i z e d  t o  p r e s s  
f o r  a  s i m i l a r  c o n s i d e r a t i o n .  H o w e v e r ,  i n  1 9 6 1 ,  t e n  
m a j o r  t r u s t s  r a i s e d  o v e r  1 0 0  m i l l i o n  U S  d o l l a r  f o r  
t h e i r  i n i t i a l  o f f e r s .  O r e a g b a  ( 2 0 0 6 )  s t a t e d  t h a t  R E I T s  
c o n t r o l s  o v e r  $ 3 0 0  b i l l i o n  a s s e t s  i n  U S A  a n d  t h a t  
s i n c e  2 0 0 1 ,  c o u n t r i e s  l i k e  A s i a ,  J a p a n ,  K o r e a ,  
T a i w a n  a n d  H o n g  K o n g  h a d  s i n c e  p u t  R E I T  
l e g i s l a t i o n  i n  p l a c e  w i t h  t h e  s e c u r i t i e s  t r a d e d  o n  t h e  
f l o o r  o f  T o k y o  S t o c k  E x c h a n g e .  D e a l e r s  a r e  u s u a l l y  
J a p a n e s e  c o n g l o m e r a t e s  a n d  f o r e i g n  i n v e s t m e n t  
b a n k s .  O r e a g b a  ( 2 0 0 6 )  a l s o  n o t e d  t h a t  a p a r t  f r o m  
t h e  U S A ,  U K  a n d  A s i a n  c o u n t r i e s ,  R E I T s  h a d  b e e n  
e s t a b l i s h e d  i n  A u s t r a l i a  i n  1 9 7 2 ,  H o l l a n d  i n  1 9 6 9  
a n d  F r a n c e  i n  t h e  y e a r  2 0 0 0 .  
N Y I F  ( 1 9 8 8 )  l i s t e d .  t h r e e  t y p e s  o f  R E I T s  a s  M o r t g a g e  
R E I T s ,  E q u i t y  R E I T s  a n d  H y b r i d  R E I T s .  M o r t g a g e  
R E I T s  a r e  b a s i c a l l y  l e n d e r s .  T h e y  s p e c i a l i z e  i n  
u n d e r w r i t i n g ,  a c q u i r i n g  a n d  h o l d i n g  d e b t  o b l i g a t i o n s  
g u a r a n t e e d  b y  r e a l  e s t a t e  p r o p e r t i e s .  A t  l e a s t  7 5 %  
o f  t h e i r  i n v e s t m e n t s  a r e  i n  m o r t g a g e s  s e c u r e d  b y  
r e a l  e s t a t e  w h i l e  t h e i r  e a r n i n g s  c o m e  f r o m  t h e  
i n t e r e s t  c h a r g e d  o n  m o r t g a g e d  l o a n s .  M o r t g a g e  
R . E I T s  b e n e f i t  f r o m  h i g h e r  y i e l d i n g  l o a n s  d u r i n g  t h e  
p e r i o d  o f  i n c r e a s e s  i n  i n t e r e s t  r a t e s .  O n  t h e  o t h e r  
h a n d ,  m o r t g a g e  R E I T s  m a k e  l o w e r  y i e l d i n g  l o a n s  
d u r i n g  p e r i o d  o f  l o w  i n t e r e s t  r a t e s .  A n  a v e r a g e  
m o r t g a g e  R E I T  p o r t f o l i o  c o n s i s t s  o f  f i r s t  m o r t g a g e  
( s e n i o r  t o  a l l  o t h e r  l i e n s  a g a i n s t  a  p r o p e r t y ) ,  
m o r t g a g e  p o o l  ( c o m p r i s e s  a  g r o u p  o f  f i r s t  m o r t g a g e  
o n  r e s i d e n t i a l  p r o p e r t y ) ,  j u n i o r  m o r t g a g e s  
( s u b o r d i n a t e  t o  t h e  r e p a y m e n t  o f  o t h e r  m o r t g a g e  
l o a n s )  a n d  c o n s t r u c t i o n  a n d  d e v e l o p m e n t  l o a n s  ( a  
s h o r t - t e r m  l o a n  f o r  t h e  c o n s t r u c t i o n  o r  d e v e l o p m e n t  
o f  a  b u i l d i n g  s i t e ) .  I t  e a r n s  h i g h e r  y i e l d  a s  
c o m p e n s a t i o n  f o r  h i g h e r  r i s k .  
E q u i t y  R E I T s  s p e c i a l i z e .  i n  t h e  o w n e r s h i p  o f  r e a l  
p r o p e r t y .  T h e  p r o p e r t y  m a y  b e  o w n e d  a l o n e  o r  i n  
j o i n t  v e n t u r e  w i t h  o t h e r  i n v e s t o r s .  E q u i t y  R E I T  o f f e r s  
t h e  g r e a t e s t  p o t e n t i a l  f o r  r e w a r d  a n d  a s  s u c h  t e n d s  
t o  b e  f a v o u r e d  b y  p r o f e s s i o n a l  f u n d  m a n a g e r s .  
A b o u t  7 5 %  o f  i t s  a s s e t s  a r e  h e l d  d i r e c t l y  i n  r e a l  
e s t a t e  i n v e s t m e n t s  ( B r u e g e m a n  a n d  F i s h e r ,  2 0 0 2 ) .  
U n l i k e  M o r t g a g e  R E I T s ,  e q u i t y  R E I T S  a c c e p t  l o w e r  
y i e l d  b u t  s h a r e  i n  a n y  i n c r e a s e  i n  t h e  v a l u e  o f  
p r o p e r t y  o w n e d .  N Y I F  ( 1 9 8 8 )  g r o u p e d  E q u i t y  
R E I T s ,  o n  t h e  b a s i s  o f  s e v e n  s p e c i a l i z a t i o n s ,  
n a m e l y :  · i n d u s t r i a l / o f f i c e  ( d i v i d e d  i n t o  i n d u s t r i a l ,  
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-office or a combination of the two); retail (strips 
centres, regional malls, outlet centres and 
freestanding retail properties); residential (multi-
family apartments and manufactured home 
communities); lodging/resorts (hotels, motels and 
resorts); health care (hospitals and related health 
care facilities, which are leased back to private 
health care providers); self storage (self storage 
facilities); and specialty (prisons, theatres, golf 
courses and automobile dealers). Hybrid REITs 
combines the features of both mortgages and equity 
REITs. They benefit from the higher income 
potential of mortgage REITs and the stability of 
equity REITs. 
Requirements for REITs Operations 
For REITs to be dominant vehicle for real estate 
ownership in Nigeria there is need for government 
to take six major steps. First, there is need to have 
set of laws that gives backing to the establishment 
operations of REITs. The investment and Security 
Acts and other Federal Internal Revenue laws will 
have to be amended to create the required enabling 
environment for its take off. Second, though 
institutionally, Serbe-Yiadom ( 1993) describe REITs. 
as an alternative vehicle to going to the bank 
offering investors the benefits of profitable 
investment without having to invest huge sum of 
money however, REITs still requires the 
cooperation of sub-sectorial institutions within the 
finance industry. The operation of REITs also 
requires the ability of financial institutions to analyze 
credit in relation to collateralized real estate 
development. Third, an enabling macro-economic 
environment that could .generate the required 
demand for real estate developments and mortgage 
loan, which in turn affects return on investments, 
must be in existence. Periods of unstable economic 
situations resulting from high inflation, high interest 
rate, unemployment, and insufficient money in 
circulation, and low level of consumer affordability 
culminating in to high rate of loan defaults must not 
be allowed to prevail. The economic recession in 
USA in 1973 resulted in high level of default in loan 
repayment forcing the share price of REITs to fall to 
as low as 33% which equally resulted in lower 
dividend paid from $2 to $0.13 at a stretch. Such 
unstable economic environments make forecasting 
difficult thereby putting the investors in the danger of 
uncertainty and risk. 
Fourth, in most states in Nigeria, title registration 
goes through arduous processes. Registration of 
title especially when there is change of ownership, 
takes a huge sum which may discourage investor in 
real estate development. There is therefore urgent 
need to review the various laws relating to 
transactions in real estate development, with 
M. 0. AJ/BOLA, S. A. OLOYEDE, 
and A. 0. E. ON/ 
particular reference to the Land Use Act No.6 of 
1978. Fifth, Abayomi-Sanya (2006) posited that 
secondary mortgage market creates the avenue for 
mortgage documents to be structured, underwritten 
and sold in form of securities to investors thereby 
creating stream of funds for further investment. 
Sixth, Nubi (2003) emphasized that there is need for 
standardized and computerized mortgage software 
that will encourage centralized control of all the 
mortgage processes from origination to foreclosure 
so as to reduce transaction costs in addition to a 
market driven interest rate and predictable cash 
flows. 
Sirota (2004) stated that for a company to qualify as 
REIT, it must: 
(lJ be a State registered corporation, business 
trust or similar association; 
(lJ be managed by a Board of Directors or 
trustees; 
(lJ have shares that can be fully transferable; 
(lJ have a minimum number of 100 
shareholders; 
(lJ pay dividends of at least 90% of REITs 
taxation income; 
0 ensure that not more than 50% of the shares 
are held by five or fewer individuals during 
the last half of each taxation year; 
0 ensure that not less than 75% of its total 
investment is on real estate; 
(lJ derive at least 75% of gross income from 
rents or mortgage interest; 
(lJ have not more than 20% of its assets in 
stocks in taxable REIT subsidiaries. 
Materials and Methods 
A total of 500 questionnaires were administered on 
Primary Mortgage Bankers, Real Estate 
Consultants and Property Investment Companies. 
375 questionnaires representing 75% were 
returned. Personal in relevant units in Nigerian 
Stock Exchange Commission, Federal Mortgage 
Bank of Nigeria, Security Exchange Commission 
and Stock Brokers were orally interviewed. 
Surveyors and valuers as advisers on property 
indices for mortgage operations, property 
investment companies as investors in summing up 
the state of the art on real estate investment. In-
depth discussions were carried out with members of 
staff of the Nigerian Stock Exchange; Loans and 
Advances Section of the Federal Mortgage Bank of 
Nigeria, Stock brokers and the Security Exchange 
Commission. Information so generated are 
analyzed as shown in Tables 1 -7. 
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R E A L  E S T A T E  I N V E S T M E N T  T R U S T :  A N  A T T R A C T I V E  I N V E S T M E N T  
V E H I C L E  F O R  R E A L  E S T A T E  D E V E L O P M E N T  I N  N I G E R I A  
D a t a  P r e s e n t a t i o n  a n d  A n a l y s i s  
T a b l e  1 :  R e a l  E s t a t e  D e v e l o p m e n t  P r o b l e m s  
C h a l l e n g e s  
H i g h  I n f l a t i o n  R a t e  d u e  t o  u n s t a b l e  e c o n o m i c  c l i m a t e  
R i g i d  G o v e r n m e n t  P o l i c i e s  
L o w  D e m a n d  
H i g h  C o s t  o f  B u i l d i n g  M a t e r i a l s  
H i g h  C o s t  o f  l a n d  
C o s t l y ,  C u m b e r s o m e  R e g i s t r a t i o n  o f  I n t e r e s t  i n  L a n d  P r o c e s s e s  
I n a d e q u a t e  F i n a n c e  
S o u r c e :  F i e l d  S u r v e y ,  2 0 0 8  








T a b l e  1  r e v e a l s  t h a t  f i n a n c e  i s  t h e  g r e a t e s t  p r o b l e m  f a c i n g  r e a l  e s t a t e  d e v e l o p m e n t  i n  N i g e r i a .  T h i s  i s  
f o l l o w e d  b y  h i g h  c o s t  o f  l a n d  a n d  b u U d i n g  m a t e r i a l s ,  I n f l a t i o n  i s  r a n k e d  a s  5 t h  o f  a l l  t h e  p r o b l e m s  
e n c o u n t e r e d  b y  r e a l  e s t a t e  d e v e l o p m e n t .  A  s i t u a t i o n  w h e r e b y  i n a d e q u a t e  f i n a n c e ,  h i g h  c o s t  o f  l a n d  a n d  
h i g h  c o s t  o f  e s s e n t i a l  b u i l d i n g  m a t e r i a l s  t o p  t h e  l i s t  o f  p r o b l e m s  c o n f r o n t i n g  r e a l  e s t a t e  d e v e l o p m e n t  i n  a  
c o u n t r y ,  a s  h i g h l i g h t e d  b y  t h e  d a t a  g e n e r a t e d  s h o u l d  b e  a  b i g  c o n c e r n  t o  t h e  g o v e r n m e n t .  
T a b l e  2 :  A d e q u a c y  o f  T r a d i t i o n a l  S o u r c e s  o f  F i n a n c e  
O p i n i o n s  
V e r y  a d e q u a t e  
A d e q u a t e  
S l i g h t l y  A d e q u a t e  
N o t  
N o t  S u r e  
T o t a l  
S o u r c e :  F i e l d  S u r v e y ,  2 0 0 8  
F r e q u e n c y  
3 8  
5 0  
5 0  
2 0 0  
3 7  
3 7 5  
P e r c e n t a g e  
f 0 . 1 3  
1 3 . 3 3  
1 3 . 3 3  
5 3 . 3 4  
9 . 8 7  
1 0 0  
F r o m  T a b l e  2  i t  i s  c l e a r  t h a t  t h e  t r a d i t i o n a l  s o u r c e s  o f  f i n a n c e  a r e  n o t  a d e q u a t e  f o r  r e a l  e s t a t e  d e v e l o p m e n t .  
W h i l e  2 0 0  r e s p o n d e n t s  ( 5 3 . 3 4 % )  d e c l a r e d  t h a t  t r a d i t i o n a l  s o u r c e s  a r e  n o t  a d e q u a t e ,  1 0 0  r e s p o n d e n t s ,  
( 2 6 . 6 6 % )  w e r e  f o r  s l i g h t  a d e q u a t e  t o  v e r y  a d e q u a t e .  M o r e  t h a n  h a l f  o f  t h e  r e s p o n d e n t s ,  a s  i n d i c a t e d  i n  
T a b l e  2 ,  a g r e e d  t h a t  t h e  t r a d i t i o n a l  s o u r c e s  o f f i n a n c e w e r e  i n a d e q u a t e  a s  a g a i n s t  a p p r o x i m a t e l y  o n e  t h i r d  
t h a t  f e l t  s o m e  m e a s u r e  o f  a d e q u a c y .  
T a b l e  3 :  N e e d  f o r  B e t t e r  S o u r c e ( s )  
O p i n i o n  
S t r o n g  A g r e e  
A g r e e  
I n d i f f e r e n t  
D i s a g r e e  
T o t a l  
S o u r c e :  F i e l d  S u r v e y ,  2 0 0 8  
F r e q u e n c y  
1 5 0  
1 7 5  
3 8  
1 2  
3 7 5  
P e r c e n t a g e  
4 0 . 0 0  
4 6 . 6 7  
1 0 . 0 0  
3 . 3 3  
1 0 0  
A  t o t a l  o f  3 2 5  r e s p o n d e n t s  ( 8 6 . 6 7 % )  t e s t i f i e d  p o s i t i v e l y  t o  t h i s  w h i l e  o n l y  5 0  ( 1 3 . 3 3 % )  c o u l d  n o t  s e e  a n y  
n e e d  f o r  b e t t e r  s o u r c e (  s )  o f  f i n a n c i n g  r e a l  e s t a t e .  A p p r o x i m a t e l y  8 7 %  o f  r e s p o n d e n t s  n o t e d  t h a t  t h e r e  i s  a  
d i r e  n e e d  f o r  b e t t e r  s o u r c e ( s )  o f  f i n a n c i n g  r e a l  e s t a t e  d e v e l o p m e n t  i n  N i g e r i a .  D e s p i t e  t h e  N a t i o n a l  H o u s i n g  
F u n d  a n d  t h e  P r i m a r y  M o r t g a g e  I n s t i t u t i o n s  i n  o p e r a t i o n ,  t h e r e  i s  n e e d  t o  l o o k  f o r  o t h e r  f o r m s  o f  r e a l  e s t a t e  
f u n d i n g  a s  b e i n g  p r o j e c t e d  t h r o u g h  R E I T .  
_ _  . . . . . .  _ _ _ _ _ _ _ _ _ _ _  - - < : 6 4 ) - - - - - - - - - - - - - - - - = : : - -
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The result obtained in Table 4 above is not unexpected bearing in mind the earlier claim by respondents in 
Tables 3 that there is the need for other sources of funding real estate development and acquisition. A total 
of 300 respondents (80%) agreed that REIT is applicable in Nigeria real estate industry while 75 
respondents (20%) do not agree or are not sure. 




















The Federal Government's earlier desire of providing for housing for all by year 2000 could not materialize 
and government having realized the enormity of the financial need of the housing sector had introduced 
and gave adequate backing to the National housing Fund with the Federal Mortgage Bank of Nigeria 
granting mortgage loans at 9% as against going interest rates of between 18% and 30% on commercial 
bank loans currently in vogue. Based on this, the result in Table 5 indicating that the real estate market in 
Nigeria will sustain REIT is justified. While 100 respondents (26.67%) strongly agreed, 188 respondents 
(50.13%) agreed, 50 (13.33%) moderately agreed and only 37 respondents (9.87%) did not agree. 

















Table 6 above shows that only 113 respondents (30.13%) were of the opinion that there are guidelines for 
REIT. About 225 respondents (60%) said there are no operational guidelines for REITs in Nigeria, while 37 
(9.13%) are not sure. The result in Table 4 earlier discussed should be carried along with the result 
contained in Table 6 above. The claim by 225 respondents (60%) that there were no operational guidelines 
for REITs in Nigeria can be attributed to their non-involvement to date with people who had taken advantage 
of such an opportunity. 
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R E A L  E S T A T E  I N V E S T M E N T  T R U S T :  A N  A T T R A C T I V E  I N V E S T M E N T  
V E H I C L E  F O R  R E A L  E S T A T E  D E V E L O P M E N T  I N  N I G E R I A  
R e s u l t s  a n d  D i s c u s s i o n  
S t a k e h o l d e r s '  v i e w s ,  a s  s u m m e d  u p  f r o m  t h e  
r e s p o n d e n t s  a n d  i n - d e p t h  p e r s o n a l  i n t e r v i e w s ,  
s h o w e d  t h a t  w h i l e  f i n a n c e  i s  o f  g r e a t  i m p o r t a n c e  i n  
r e a l  e s t a t e  d e v e l o p m e n t  ( T a b l e  1 )  t h e  t r a d i t i o n a l  
s o u r c e s  o f  f u n d i n g  r e a l  e s t a t e  a r e  n o t  e n o u g h  f o r  t h e  
k i n d  o f  f u n d i n g  r e q u i r e d  f o r  r e a l  e s t a t e  
d e v e l o p m e n t .  T h i s  i s  c l e a r l y  e v i d e n t  f r o m  T a b l e  2  
a b o v e .  H e n c e  t h e r e  i s  n e e d  f o r  s t r o n g  a n d  v i a b l e  
a l t e r n a t i v e  s o u r c e ( s )  o f  f i n a n c e  f o r  r e a l  e s t a t e  
d e v e l o p m e n t  i n  N i g e r i a  ( T a b l e  3 ) .  R e s p o n d e n t s  
w e r e  o f  t h e  o p i n i o n  t h a t  R E I T  c o u l d  b e  a p p l i e d  i n  
N i g e r i a  ( T a b l e  4  ) ,  s i n c e  t h e r e  i s  a  v i r i l e  r e a l  e s t a t e  
m a r k e t  t h a t  c o u l d  s u s t a i n  i t  ( T a b l e  5 ) .  H o w e v e r ,  i t  i s  
o b s e r v e d  t h a t  t h e r e  i s  n o t  a n  o p e r a t i o n a l  g u i d e l i n e  
f o r  R E I T ' s  i m p l e m e n t a t i o n ,  i n  t h e  c o u n t r y .  A  g r e a t e r  
p e r c e n t a g e  o f  t h e  s t a k e h o l d e r s  i n t e r v i e w e d  w e r e  o f  
t h e  o p i n i o n  t h a t  t h e r e  i s  t h e  n e e d  f o r  e n h a n c e d  
p u b l i c  a w a r e n e s s  a m o n g  e m p l o y e r s  o f  l a b o u r  i n  a  
b i d  t o  f i n a n c i a l l y  s u p p o r t  e m p l o y e e s  i n  o w n i n g  
h o m e s  w h i l e  s t i l l  a c t i v e  a n d  p r o d u c t i v e  t o  e n a b l e  
b e n e f i c i a r i e s  f u l l y  r e p a y  t h e  l o a n  b e f o r e  r e t i r e m e n t  
f r o m  s e r v i c e s .  
C o n c l u s i o n  a n d  R e c o m m e n d a t i o n  
A b i l i t y  t o  p r o v i d e  a l t e r n a t i v e  s o u r c e s  o f  f u n d i n g  r e a l  
e s t a t e  d e v e l o p m e n t  d u r i n g  t h i s  e r a  o f  g l o b a l  e f f o r t s  
a t  p r o v i d i n g  h o u s e s  f o r  a l l  i s  o n e  o f  t h e  g r e a t e s t  
c h a l l e n g e s  f a c i n g  t h e  F e d e r a l  G o v e r n m e n t  o f  
N i g e r i a .  W i t h  t h e  f a s t e s t  u r b a n  g r o w t h  o c c u r r i n g  i n  
t h e  c i t i e s ,  t h e  i m p a c t  o f  i n a d e q u a t e  h o u s i n g  i n  t h e  
v a r i o u s  e n v i r o n m e n t s  i s  n o  l o n g e r  n e w s .  I n  a d d i t i o n ,  
t h e  g r o w i n g  p r o b l e m  o f  u r b a n  p o v e r t y  i s  a  s e r i o u s  
c o n f o u n d i n g  f a c t o r  i n  t h e  e f f o r t  t o  m a n a g e  f u n d s  
a c c u m u l a t e d  i n t o  t h e  N a t i o n a l  H o u s i n g  F u n d  b y  t h e  
F e d e r a l  M o r t g a g e  B a n k  o f  N i g e r i a .  T h e  r a n g e  o f  
p o l i c y  o p t i o n s  f o r  s o l v i n g  m a n y  o f  t h e  p r o b l e m s  o f  
f i n a n c i n g  t h e  c o u n t r y ' s  r e a l  e s t a t e  d e v e l o p m e n t  
s e c t o r  h a s  b e e n  h i g h l i g h t e d .  T h e s e  p o l i c i e s  m a y  n o t  
d e l i v e r  t h e  r e q u i r e d  r e s u l t s  e x c e p t  t h e r e  a r e  
s u f f i c i e n t  a d m i n i s t r a t i v e  a n d  l e g a l  r e s o u r c e s ,  o r  
s u f f i c i e n t  p o l i t i c a l  w i l l  i n  a d d i t i o n  t o  a d e q u a t e  p u b l i c  
s u p p o r t .  M e e t i n g  t h i s  u r b a n  c h a l l e n g e  w i l l  r e q u i r e  
t h e  c o n c e r t e d  e f f o r t s  o f  e v e r y o n e  w i t h  a  s t a k e  i n  t h e  
c o u n t r y  b e  t h e y  m e m b e r s  o f  s t a f f  o f  t h e  t h r e e  t i e r s  o f  
g o v e r n m e n t ,  o p e r a t o r s  o f  p r i v a t e  e n t e r p r i s e s ,  
c o m m u n i t y  m e m b e r s  o r  t h e  o r d i n a r y  c i t i z e n s .  
R E I T s  a r e  b e c o m i n g  a p p e a l i n g  i n s t r u m e n t s  t o  
i n v e s t o r  a l l  o v e r  t h e  w o r l d .  T h e y  a r e  e x c e l l e n t  w a y s  
f r o  s m a l l  i n v e s t o r  t o  p o o l  t h e i r  r e s o u r c e s  t o g e t h e r  
a n d  i n v e s t  i n  r e a l  e s t a t e  d e v e l o p m e n t s  w i t h o u t  t h e  
m a j o r  c o m m i t m e n t  o f  t i m e  a n d  c a p i t a l  r e q u i r e  f o r  
d i r e c t  o w n e r s h i p  o f  r e a l  e s t a t e .  
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